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SUBJECT: ENERGY: EXPANSION OF CPC REFINERY CAPACITY 

1. ACCORDING TO JERRY HU, PRESIDENT OF THE GOVERNMENT-OWNED 
CHINESE PETROLEUM CORP., THE FIRM FACES A DTI EMMA IN MAKING 
A DECISION TO GO AHEAD WITH PLANS FOR FURTHER EXPANSION OF 
REFINING CAPACITY. AS HU PUT IT, ITS A QUESTION OF BEING 
"DAMNED IF YOU DO OR DAMNED IF YOU DON'T". 

2. EXISTING REFINERY CAPACITY IS AROUND 200,000 BARRELS PER 
DAY AND WILL BE INCREASED BY AN ADDITIONAL 70,000 BARRELS BY 
MID-YEAR. A SECOND REFINERY, NOW UNDER CONSTRUCTION IN THE 
NORTH, WILL ADD AN ADDITIONAL 100,000 BARRELS PER DAY TO 
CAPACITY. PLANS CALL FOR INCREASING REFINERY CAPACITY IN 
THE KAOHSIUNG AREA BY ANOTHER 200,000 BARELS PER DAY, MAINLY 
TO SUPPLY A MAJOR PETROCHEMICAL COMPLEX. 

3. DUE TO UNCERTAINTIES REGARDING AN ADEQUOATE AND REGULAR 
SUPPLY OF CRUDE OIL, CPC'S DILEMMA IS THAT IT CAN BE 
FAULTED FOR UNDERTAKING AMAJOR CAPITAL EXPENDITURE 

FOR REFINING 

CAPACITY WHICH MIGHT STAND IDLE FOR LACK OF 

CRUDE OIL OR IN NOT HAVING CAPACITY TO SUPPLY PROJECTED 
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READILY AVAILABLE. 

4. PENDING A FINAL DECISION, CPC'S CURRENT THINKING IS 
TO INCREASE CAPACITY AT KAOHSIUNG BY ANOTHER 100,000 
BARRELS PER DAY WHICH WILL BE ADEQUATE TO SUPPLY (WITH 
SOME REVISIONS) PETROCHEMICAL PROJECTS WHICH WILL UTILIZE 
ETHYLENE FROM THE 3RD NAPHTHA CRACKER. 

5. A DECISION IS EXPECTED IN EARLY FEBRUARY REGARDING THE 
CONSTRUCTION OF A 4TH NAPHTHA CRACKER. IF IT IS DECIDED 

TO GO AHEAD WITH THE CRACKER, AND ADDITIONAL 100,000 BARREL 
REFINING CAPACITY WILL HAVE TO BE ADDED TO PROVIDE FEEDSTOCK 
FOR THE 4TH CRACKER. 

MCCONAUGHY 
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